D.P.U 94-175

Application of Eastern Edi son Conpany, under the provisions of
t he Conmpany's tariff, MD.P.U 245, for approval to inplenent the
Conmpany' s tenporary Purchased Power Cost Adjustnent Factor E-10.

APPEARANCES: David A Fazzone, Esqg.
McDernott, WII & Enery
75 State Street
Bost on, Massachusetts 02109-1807
FOR: EASTERN EDI SON COVPANY

Appl i cant
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| . | NTRODUCTI ON
On Novenber 21, 1994, pursuant to GL. c. 164, 8§ 94G and 220
C MR 8.00, Eastern Edi son Conpany ("EECo" or "Conpany") applied

to the Departnment of Public Utilities ("Departnent”) for approva
to inplenment a decrease in its purchased power cost adjustnent
("PPCA"). The decrease represents the Conpany's proposal to
repl ace the existing PPCA Factor E-8R with a proposed PPCA Fact or
E- 10, based on a decrease in EECO s demand costs under its
whol esal e tariff from Montaup El ectric Conpany ("Mntaup"). The
Conmpany requested that the decrease be applicable to usage on or
after January 1, 1995. The matter was docketed as D.P.U. 94-175.
EECo is a wholly owned subsidiary of Eastern Utilities
Associates ("EUA"), a utility holding conpany. EUA's other
subsidiaries, affiliates of EECo, include Bl ackstone Vall ey
El ectric Conpany ("Bl ackstone") in Rhode Island, and EUA Service
Cor poration ("EUASC'), which provides engi neering, technical, and
ot her services for the EUA conpanies. Mntaup El ectric Conpany
("Montaup") is a wholly owned subsidiary of EECo and supplies
power to EECo, Bl ackstone, and certain municipal electric
utilities. EECo purchases all of its power requirenents at
whol esal e from Montaup pursuant to rates regul ated by the Federal
Ener gy Regul atory Comm ssion ("FERC'). Thus, EECo does not own
or operate any power generation units of its own. EECo serves,
on average, 204,000 custoners in its service territory, which
i ncludes over 20 cities and towns in southeastern Massachusetts.

Pursuant to notice duly issued, a public hearing on the
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Conpany's application was held on Decenber 12, 1994, at the
Departnment's offices in Boston. Notice of the hearing was
publ i shed by the Conpany in the Fall River Herald News, the
Qui ncy Patriot Ledger, the Brockton Enterprise, and the Boston
Her al d.

At the hearing, the conpany sponsored one wtness: Mark
Sor gman, supervisor of rate administration for EUA. The Conpany
subm tted one exhibit: Exhibit EE-1, a nulti-page docunent
entitled "Purchased Power Cost Adjustnent Filing Factor E-10,"
whi ch i ncludes the testinony of M. Sorgnan, six schedul es,
and two appendi ces.

1. BACKGRCOUND

EECo's PPCA is designed to recover Mntaup's denmand-rel at ed
charges to EECo. The PPCA is derived fromtwo conponents:

(1) Montaup's base demand charge; and (2) Montaup's purchased
capacity demand char ge.

Mont aup recovers the cost of power it generates through a
FERC- appr oved base demand rate. However, Mntaup al so seeks
alternate sources fromwhich to purchase power in order to neet
the contracted power supply denmands of its affiliates. As a
result, each year, Mntaup solicits cost estimates fromalternate
power suppliers. These estimates of annual cost are the basis of
t he Montaup's purchased capacity demand char ge.

Annual Iy, Montaup files at the FERC for an adjustnent to the
pur chased capacity demand charge to becone effective January 1

FERC revi ews and approves the change in Mntaup's purchased
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capacity demand charge which also is referred to as an adj ust nent
of Montaup's purchased capacity adjustnent clause ("PCAC') rate.
Under the terns of the PPCA clause in EECo's tariff MD. P. U 245,
whenever there is a decrease in Mntaup's purchased capacity
demand charge, EECo is required to file for a revisionto its
PPCA.

[11. THE COVPANY' S PROPOSED PPCA E-10 FACTOR

On Novenber 1, 1994, Montaup filed with the FERC a proposed
PCAC charge of $16.44554 per kilowatt ("KW) per nmonth for
cal endar year 1995 (Exh. EE-1, at 3). On Decenber 30, 1994, the
FERC i ssued an Order ER95-129-000 ("FERC Approval ") authorizing
Montaup to revise its PCAC rate effective January 1, 1995 (FERC
Approval at 4).

According to the Conmpany, there are two major factors
contributing to the decrease in Mntaup's PCAC ratei d. at 4).
First, the projected capacity charges contained in Mntaup's 1995
PCAC filing represent a total decrease of 4.2 percent conpared to
t he projected purchased capacity cost contained in the 1994 PCAC
filing (id.). M. Sorgman stated that the projected decrease in
capacity charges can be attributed primarily to the Northeast
Utilities Slice of Systemcontract ending in 1995 (Tr. at 6).
Second, projected Mrate billing demands for 1995 remain
unchanged (Exh. EE-1, at 4). According to the Conpany's
forecasting departnent, there will be no major change in sales
for 1995, since Mrate billing demand remains fairly flat

(Tr. at 6). Therefore, the Conpany maintains that decreased
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capacity costs spread over a constant base result in a | ower
Mont aup PCAC (Exh. EE-1, at 4).

EECo provi ded schedul es in support of its proposed PPCA
Factor E-10, based on Montaup's 1995 PCAC filing approved by FERC
(Exh. EE-1, Schs. 1-6). The increnental cost of the purchased
capacity demand charge associated with PPCA Factor E-10 over the
| evel of purchased capacity demand charge currently included in
EECo' s base rates is $0.060213 per KWid., Sch. 2). This anount
is then multiplied by the 1994 billing demand of 4,513,140 KW
(id.). Finally, this product is divided by total 1994 sal es of
$2, 556, 236, 993 kil owatthours ("KWH'), resulting in the proposed
PPCA Factor E-10 of $0.00106 proposed by the Conpanyid.).

EECo' s proposed PPCA Factor E-10 of $0.00106 per KWH
represents a decrease of $0.00130 per KWH fromthe Conpany's
present PPCA Factor E-8R (d. at 3). In addition to PPCA Factor
E-8R, EECo's present total PPCA includes Factor E-9, a credit of
$0. 00431 per KWH, which reflects Mntaup's base denmand charge
(id., Sch. 1). Thus, EECo's PPCA Factor E-10, as proposed, would
reduce EECo's total PPCA fromthe present credit of $0.00195 per
KWH to the proposed credit of $0.00325 per KWHifl., Sch. 5).

The Departnent finds that the Conpany's proposed decrease in
its purchased power cost adjustnent, which reflects the FERC
approved change in Mntaup's PCAC i s reasonabl e.

V. ORDER
Accordi ngly, after due notice, public hearing, and

consideration, it is
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ORDERED That Eastern Edi son Conpany's proposed Power Cost
Adj ust ment Factor E-10 proposed by Eastern Edi son Conpany be and
hereby is allowed; and it is

FURTHER ORDERED That a tenporary Purchased Power Cost

Adj ust nent Factor E-10 of $0.00106 per kilowatt hour ("KWH') is
permtted to becone effective for Eastern Edi son Conpany with
respect to bills rendered on and after January 1, 1995 and shal
be applied as a uniformcharge to each KWH sold on the applicable
rates that are subject to the Conpany's purchased power cost

adj ust nent provi si ons.

By Order of the Departnent,

Kennet h Gordon, Chalr nan

Mary Cl ark Webster, Conm ssioner



